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SUBJECT: REQUEST FOR EXIMBANK COUNTER-GUARANTEE FOR 
LOCKHEED CONTRACT 

1 . SUMMARY. REPRESENTATIVES OF CREDIT COMMERCIAL 
DE FRANCE VISITED EMBASSY MAY 17 TO DISCUSS POTENTIAL 
LOCKHEED CONTRACT WITH SAUDI ARABIAN GOVERNMENT AND 
TO QUERY REGARDING POSSIBLE EXIMBANK ASSISTANCE. 

END SUMMARY. 

2. CREDIT COMMERCIAL DE FRANCE (CCF) REPS SAID THAT 
ACCORDING TO LOCKHEED. SAG MINISTRY OF DEFENSE AND 
AVIATION HAS APPROVED, IN PRINCIPLE, A $5 1 1 MILLION 
CONTRACT WITH LOCKHEED FOR AIR TRAFFIC CONTROL SYSTEM 
FOR SAUDI ARABIA. EQUIPMENT (90 PER CENT CIVIL AND 10 
PER CENT MILITARY) WOULD BE PROVIDED FROM U.S. BY LOCK- 
HEED AND ITS U.S. SUB-CONTRACTORS (COLLINS RADIO, GROVE, 
ITT) AND FROM U.K. BY ITS U.K. SUB-CONTRACTOR (MARCONI). 

3. LOCKHEED TOLD CCF THAT CONTRACT CAN BE SIGNED 
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AS SOON AS FINANCIAL GUARANTEE QUESTIONS ARE RESOLVED. 
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MORGAN BANK HAS AGREED TO PROVIDE "RETURN OF MONEY 
GUARANTEE" OF 10 PER CENT OR U.S. $51 MILLION WHICH 
SAG WILL DISPERSE TO LOCKHEED ON DAY OF CONTRACT- 
SIGNING (THIS MONEY IN TURN WILL GO TO SUB-CONTRACTORS). 
PROBLEM ARISES CONCERNING SECOND "RETURN OF MONEY 
GUARANTEE" FOR 10 PER CENT WHICH SAG WILL DISPERSE TO 
LOCKHEED 3 MONTHS AFTER CONTRACT-SIGNING, AND 5 PER 
CENT PERFORMANCE BOND VALID FOR DURATION OF CONTRACT 
(APPROXIMATELY 40 MONTHS). 

4. LOCKHEED APPROACHED CCF LAST WEEK WITH REQUEST 
THAT IT PROVIDE SECOND "RETURN OF MONEY GUARANTEE" 

AND PERFORMANCE BOND. (CCF REP SAID THAT LOCKHEED 
APPARENTLY PREFERS NOT TO GO TO SYNDICATE OF 24 U.S. 

BANKS WHICH IS ASSISTING LOCKHEED BECAUSE THE AMOUNT 
IN QUESTION IS TOO LARGE AND THE TIME WHICH WOULD BE 
REQUIRED TO ARRANGE GUARANTEES WOULD BE TOO LONG.) 

CCF IS WILLING TO PROVIDE GUARANTEES LOCKHEED HAS 
REQUESTED IF THEY ARE ABLE TO OBTAIN COUNTER-GUARANTEES 
ELSEWHERE. THUS, CCF REPS POSED FOLLOWING QUESTION: 
WOULD EXIMBANK AGREE TO COUNTER-GUARANTEE PART OR ALL 
OF THE "RETURN OF MONEY GUARANTEE" AND THE PERFORMANCE 
BOND WHICH CCF WOULD PROVIDE LOCKHEED? ACCORDING 

TO CCF, OTHER OFFICIAL EXPORT CREDIT INSTITUTIONS, 

E.G. COFACE, MAY IN CERTAIN CASES PROVIDE THIS TYPE OF 
SERVICE WHEN COUNTRIES CONCERNED ARE CREDITWORTHY AND 
COMPANIES ARE INVOLVED IN PROJECTS OF SUCH A LARGE 
NATURE THAT THE REQUIRED GUARANTEES/BONDS FAR EXCEED 
THEIR FINANCIAL CAPACITY. 

5. ACTION REQUESTED. EMBASSY WOULD APPRECIATE EXIM- 
BANK'S RESPONSE TO ABOVE QUESTION. 

GAMMON 
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